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Abstract 
IFRS 7 has brought new requirements on disclosure of financial instruments to be included in the financial statements prepared in 
accordance with the International Financial Reporting Standards. We tested coverage of the requirements on disclosure of 
financial instruments in the financial statements according to IFRS in the energy industry in the Czech Republic. The energy 
industry was selected as the representative of the production industry where financial instruments occur but are not the major 
business focus – contrary to the financial or banking sector. 
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1. Introduction 
International Financial Reporting Standards (“IFRS”) define comprehensive list of disclosure requirements 
especially for financial instruments. The set of these requirements were originally stated in the IAS 32 and IAS 39 
applicable for all entities reporting its financial statements under IFRS. The additional disclosure requirements were 
defined for banks and other financial institutions in the IAS 30. The disclosure requirements for financial 
instruments were transferred, expanded and concentrated into the new standard - IFRS 7 - applicable for all entities, 
including banks and financial institutions, for annual periods beginning on or after 1 January 2007. 
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This article summarizes results of comparision of application of disclosure requirements stated by IFRS 7 in the 
financial statements, reported under IFRS approved by EU by companies securities of which are traded on The 
Prague Stock Exchange with other entities securities of which are not traded on The Prague Stock Exchange. The 
sample of companies was selected from the energy industry. The energy industry has been chosen because of a 
number of companies traded on The Prague Stock Exchange (“PSE”). At the same time, there is a number of 
companies from the energy industry of preparing financial statement in accordance with IFRS as approved by the 
EU (“IFRS financial statements”), securities of which are not traded on the PSE as defined below. 
2. Methodology 
This article will verify or not the generally accepted statement that the companies traded on a Stock Exchange, 
meet disclosure requirements more precisely than other companies. I tested this statement on the disclosure 
requirements for financial instruments, as defined by IFRS 7.  The tested Hypothesis: The IFRS financial statements 
prepared by companies whose securities are traded on The Prague Stock Exchange meet criteria defined by IFRS 7 
more accurately than the IFRS financial statements presented by other companies. 
The Hypothesis testing will be made on the individual basis; on a sample of companies preparing financial 
statements in accordance with IFRS approved by EU. Statistical methods are not applicable because of the sample 
size. For each group of values, we will calculate average score achieved by meeting defined criteria and compare it 
in order to conclude about the Hypothesis formulated above. 
As described in the literature (Barry J. Eppstein, Eva K. Jermakowicz 2010, p. 229) “Under IFRS 7, the extent of 
disclosure required depends on the extent of the entity’s use of financial instruments and of its exposure to risk.” 
Users of financial statements make their investment or other decisions based on quantitative and qualitative 
information about an entity’s financial risks exposure. The information can influence user’s assessment of financial 
position and financial performance of company’s amounts, uncertainty and timing of future cash flows.  
Although IFRS 7 replaced also IAS 30, which was applicable just for financial institutions, it now applies to all 
types of enterprises, including entities with few financial instruments such as receivables or payables.  
As defined in IFRS 7, paragraph IN5, “IFRS requires disclosure of the significance of financial instruments for an 
entity’s financial position and performance.” (IASB 2012, part A, p. A245).  
As mentioned above - IFRS 7 has introduced new additional disclosure requirements in this area. The main 
additional disclosure requirements distinctly expand areas describing risks. “The risks represent market risk 
(currency risk, interest rate risk, other price risk), credit risk and liquidity risk” (Barry J. Eppstein, Eva K. 
Jermakowicz 2010, p. 219). 
As mentioned in Catty and Vadron and Isom (2010, p. 257) “The objective of IFRS 7 is to require entities to 
make disclosures that enable users of their financial statements to evaluate …. Nature and extent of risks arising 
from financial instruments (i.e., qualitative and quantitative disclosures).” Qualitative and quantitative information 
required by IFRS 7 have been sorted to several groups and tested with the aim to prove or disprove the above stated 
Hypothesis.      
      Table 1. Defined groups of criteria. 
Refernce to IFRS 7 par. Group of criteria 
IFRS 7: 6-7 General view on disclosures 
IFRS 7: 8 - 11 Statement of financial position – groups of assets 
IFRS 7: 12 Reclassification 
IFRS 7: 13 Offsetting financial assets and financial liabilities 
IFRS 7: 14 – 15 
IFRS 7: 16 – 17 
IFRS 7: 18 – 19 
IFRS 7: 20 
IFRS 7: 21 
Collateral 
Allowance account for credit losses 
Default and breaches 
Statement of comprehensive income 
Accounting policies 
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IFRS 7: 22 – 24 
IFRS 7: 25 
IFRS 7: 31 
IFRS 7: 33 
IFRS 7: 34 – 35 
IFRS 7: 36 – 38 
IFRS 7: 39 
IFRS 7: 40 – 42 
IFRS 7: 42 
Hedge accounting 
Fair value 
Nature and extent of risks arising from financial instrument – general 
Qualitative disclosures 
Quantitative disclosures – general 
Credit risk 
Liquidity risk 
Market risk 
Transfers of financial assets 
Source: “IFRS compliance, presentation and disclosure checklist.” (2013), © 2013 Deloitte Touche Tohmatsu Limited, published on 4 11 2013, 
[online] http://www.iasplus.com/en/publications/global/models-checklists/2013/ifrs-checklist  
Values 1-5 were allocated for qualitative criteria (1 – fully meets IFRS 7 criteria, 5 – completely dissatisfactory); 
quantitative criteria are valued by 1 (the required detail is included in the notes to the financial statements); or by 5 
(not included in the financial statements). 
3. Sample 
As mentioned earlier, the energy industry was selected for testing of the Hypothesis defined above. Financial 
instruments used in this industry are usually receivables, payables, short-term deposits and derivatives. Derivatives 
are often concluded as hedging instruments but hedging accounting is not always applied. The consolidated financial 
statements were preferred for the testing of the Hypothesis as the consolidated financial statements are taken as the 
priority from the IFRS point of view as well. 
The selected sample of the financial statements includes financial statements prepared in accordance with IFRS 
and financial statements prepared in accordance with IFRS approved by EU; depending on data available. There is 
not any difference between requirements for both types of financial statements in the time of preparation of the 
article and therefore both types of financial statements were taken for testing as equal. The term “IFRS financial 
statements” is further used for both types of financial statements described in this paragraph. 
3.1. Top 100 - sample 
The sample of the companies was selected from the TOP 100 Companies – a list of the 100 biggest companies in 
the Czech Republic based on turnover for the year 2012. The TOP 100 list was chosen as the basis of sample 
selection, as there are the biggest companies in the Czech Republic. Companies with higher turnover apply IFRS 
more frequently than the smaller ones. All companies from the energy industry (industry code 40, 41 – Production 
and distribution of electricity, water, gas and steam) belonging to the 100 biggest companies in the Czech Republic 
were selected. 
    Table 2. The list of companies from the energy industry – TOP 100 
Rank TOP 
100 2012 Name of the firm Turnover 2012 in CZK Turnover 2011 in CZK  
1 ýEZ, a.s. 215 095 000 209 761 000 
2 RWE ýeská republika a.s. 181 130 857 135 984 147 
3 ALPIQ ENERGY SE 81 482 550 60 178 612 
4 Energetický a prĤmyslový holding, a.s. 35 750 000 24 412 000 
5 Pražská energetika, a.s. 20 557 465 20 468 970 
35 Veolia ýeská republika, a.s. 16 109 274 15 524 370 
41 
Dalkia ýeská republika, a.s. (Veolia Energie 
ýR, a.s. from 1/1/2015) 12 977 859 13 196 233 
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53 NET4GAS, s.r.o. 10 074 343 9 767 410 
62 Pražská plynárenská, a.s. 8 844 035 8 913 375 
64 VEMEX s.r.o. 8 681 042 4 812 666 
90 Centropol Energy a.s. 5 977 993 
The company was not in  TOP 100 
for 2011  
     Source: CzechTOP100, the list of the biggest firms in The Czech Republic, 2012,[on line], [cd-nf-celkem-12.xls] available on 
http://www.czechtop100.cz/menu/aktualne/vysledky-100-nejvyznamnejsich-firem-za-rok-2012.html 
CzechTOP100, the list of the biggest firms in The Czech Republic, 2011,[on line], [zebricek-2012-vyrobni-a-obchodni-firmy.xls] available on 
http://www.czechtop100.cz/menu/aktualne/vysledky-100-nejvyznamnejsich-firem-za-rok-2011.html  
Each company was tested whether it is traded on the PSE, whether it published IFRS financial statements, 
whether it has some financial instruments and for which accounting periods IFRS financial statements are available. 
The results of investigation are summarised in Table 3 
Table 3. The list of companies from the energy industry – TOP 100 with details in respect the IFRS 
Name of the firm PSE IFRS fin. Statements 
Financial
Instruments. 2013  2012 2011 2010 
ýEZ, a.s. Yes** Yes Yes Yes Yes Yes Yes 
RWE ýeská 
republika a.s. 
No Yes Yes No Yes No No 
ALPIQ ENERGY 
SE 
No No N/A N/A N/A N/A N/A 
Energetický a 
prĤmyslový holding, 
a.s. 
No Yes Yes No Yes Yes Yes 
Pražská energetika, 
a.s. 
No Yes Yes No Yes Yes Yes 
Veolia ýeská 
republika, a.s. 
N Yes Yes No Yes Yes Yes* 
Dalkia ýeská 
republika, a.s. 
(Veolia Energie ýR, 
a.s. from 1/1/2015) 
Yes** Yes Yes No Yes Yes Yes 
NET4GAS, s.r.o. No No N/A N/A N/A N/A N/A 
Pražská 
plynárenská, a.s. 
No Yes Yes No Yes Yes Yes 
VEMEX s.r.o. No No N/A N/A N/A N/A N/A 
Centropol Energy 
a.s. 
No No N/A N/A N/A N/A N/A 
Source: Annual reports. 
Notes:* The company sent IFRS financial statements to the author of the article via e-mail 
** Companies are traded on the PSE – included in the PSE’s sample 
N/A – The company does not publish IFRS financial statements 
Companies selected for hypothesis testing were those, which published IFRS financial statements for at least 
three years. Three years of published IFRS financial statements are considered to be satisfactory for the testing of 
hypothesis. Companies traded on the PSE were transferred into the PSE sample. 
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Table 4. The TOP 100 sample 
Name of the 
firm PSE 
IFRS fin. 
Statements 
Financial
Instruments. 2012  2011 2010 
Energetický a 
prĤmyslový 
holding, a.s. 
No Yes Yes Yes Yes Yes 
Pražská 
energetika, a.s. 
No Yes Yes Yes Yes Yes 
Veolia ýeská 
republika, a.s. 
No Yes Yes Yes Yes Yes 
Pražská 
plynárenská, a.s. 
No Yes Yes Yes Yes Yes 
Source: Annual reports. 
3.2. Prague Stock Exchange - sample 
All companies from the energy industry traded on the PSE were pre-selected for hypothesis testing. Financial 
statements of the companies traded on the PSE are prepared in accordance with IFRS as approved by the EU as 
defined by the European and Czech laws. Overview of IFRS financial statements available is provided in Table no. 
5. 
Table 5. The list of the PSE energy industry companies with details in respect of IFRS 
Name of the firm PSE IFRS fin. Statements 
Financial
Instruments. 2013  2012 2011 2010 
ýEZ, a.s. Yes Yes Yes Yes Yes Yes Yes 
Dalkia ýeská 
republika, a.s.  
(Veolia Energie ýR, 
a.s. from 1/1/2015) 
Yes Yes Yes Yes Yes Yes Yes 
ENERGOAQUA, 
a.s. 
Yes Yes Yes Yes Yes Yes Yes 
E4U a.s. Yes Yes Yes Yes Yes Yes X 
ENERGOCHEMICA 
SE  
Yes Yes Yes Yes Yes X X 
Severomoravské 
vodovody a 
kanalizace Ostrava 
a.s. 
Yes Yes Yes Yes Yes Yes Yes 
Source: Prague Stock Exchange [online]. [Praha]: Prague Stock Exchange, © 1998 - 2014 [seen 2015-2-16]. Available at: 
http://www.bcpp.cz/dokument.aspx?k=Profil-Burzy 
Annual reports. 
Note: X – The Company was not traded on the PSE in the year, IFRS financial statements are not available. 
The final sample from the above list of companies from the energy industry comprises of all companies with 
IFRS financial statements available for at least three periods. 
Table 6. The PSE sample 
Name of the firm PSE IFRS fin. Statements 
Financial
Instruments. 2013 2012  2011 2010 
ýEZ, a.s. Yes Yes Yes Yes Yes Yes Yes 
Dalkia ýeská 
republika, a.s.  
Yes Yes Yes Yes Yes Yes Yes 
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(Veolia Energie ýR, 
a.s. from 1/1/2015) 
ENERGOAQUA, 
a.s. 
Yes Yes Yes Yes Yes Yes Yes 
E4U a.s. Yes Yes Yes Yes Yes Yes X 
Severomoravské 
vodovody a 
kanalizace Ostrava 
a.s. 
Yes Yes Yes Yes Yes Yes Yes 
Source: Annual reports. 
4. Results 
IFRS financial statements for the years 2012, 2011 and 2010 were tested for both groups of companies to make 
the results comparable. Based on the selection made above, 27 IFRS financial statements were tested for 165 criteria 
arranged into 18 groups.  
The table below summarises overall results. Nicknames are used in order to make the research anonymous. 
Companies 1-4 are not traded on the PSE and companies 5-9 are traded on the PSE. For companies other than 7 and 
9 the results were the same for all periods, the companies 7 and 9 meet requirements defined by IFRS 7 in the year 
2012 better than in previous years. The average scores achieved in the years 2010 – 2012 are used for companies 7 
and 9 for comparison with other companies. The best score is 1 (disclosure requirement defined by IFRS 7 is 
covered); the worst score is 5 (disclosure requirement defined by IFRS 7 is not covered).  
Some criteria might have been not applicable for a company – the company did not have that type of financial 
instrument. In such a case  “N/A” (not applicable) is used as the score. Row “-” describes situations when the 
coverage of a requirement cannot be notified by an independent reviewer, for example: “Include information, 
whether the entity has instruments that allow the entity to choose whether it settles its financial liabilities by 
delivering cash or by delivering its own shares”.  
Number of types of financial instruments held by the company is described by the last row of the Table 7. For 
example 44% for the company 1 means that 44% of criteria defined by IFRS 7 are applicable to the company 1. 
Table 7. The overall result of investigation 
   C1 C2 C3 C4 C5 C6 C7 C8 C9 
  2012 2012 2012 2012 2012 2012 Average 2013 Average 
Total 79 74 87 54 74 154 194 109 62 
Average 1.14 1.16 1.36 1.10 1.04 2.30 3.68 2.32 1.34 
N/A 89 94 94 109 87 91 103 111 110 
Count of "-" 
7 7 7 7 7 7 7 7 7 
Count of 1 
61 57 54 46 68 36 18 29 38 
Count of 2 
6 4 3 1 3 6 1 1 8 
Count of 3 
2 3 3 2 0 4 3 3 1 
Count of 4 
0 0 2 0 0 11 0 1 0 
Count of 5 
0 0 2 0 0 10 33 13 1 
Covered 
requir.  
44% 41% 41% 31% 45% 42% 35% 30% 30% 
     Source: Author’s investigation and calculations.  
As shown in the table above, even the company with very good overall rating,  company 9 (score 1.34), did not 
cover one of the criteria defined by IFRS 7 in its IFRS financial statements at all (i.e. it achieved value 5 for a 
requirement). 
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Table 8. The rank of companies based on testing criteria 
   C1 C2 C3 C4 C5 C6 C7 C8 C9 
  2012 2012 2012 2012 2012 2012 Average 2013 Average 
Average 1.14 1.16 1.36 1.10 1.04 2.30 3.68 2.32 1.34 
Count of 5 0 0 2 0 0 10 33 13 1 
Covered 
requir.  
44% 41% 41% 31% 45% 42% 35% 30% 30% 
Rank 3 4 6 2 1 7 9 8 5 
     Source: Author’s investigation and calculations.  
As mentioned above, criteria under investigation were grouped for better analysis. The criteria, which are not 
applicable for any of the tested IFRS financial statements of companies, were deleted. The relevant data is 
summarised in the following Table 9. 
 
 
 
 
 
Table 9. The detail results of criteria testing 
No.    C1 C2 C3 C4 C5 C6 C7 C8 C9 
1 General view on 
disclosures 
1.00 1.67 1.67 1.00 1.00 3.33 1.00 1.00 1.33 
2 Statement of financial 
position 
1.10 1.11 1.11 1.13 1.11 1.89 1.67 2.00 3.00 
5 Collateral 1.00 1.00 1.00 N/A 1.00 2.33 N/A N/A 1.00 
6 Allowance account for 
credit losses 
1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 
8 Statement of 
comprehensive income 
1.63 1.29 3.00 1.33 1.00 3.14 1.80 2.00 1.50 
9 Accounting policies 1.00 1.00 1.00 3.00 1.00 5.00 1.00 1.00 1.00 
10 Hedge accounting 1.33 1.67 1.50 N/A 1.00 3.86 N/A N/A N/A 
11 Fair value 1.20 1.14 1.14 1.00 1.20 1.56 3.90 2.00 1.25 
12 Nature and extent of 
risks arising from 
financial instruments 
1.00 1.00 1.00 1.00 1.00 4.00 5.00 1.00 1.00 
13 Qualitative disclosures 1.00 1.00 2.00 1.00 1.00 4.00 5.00 1.00 1.00 
14 Quantitative 
disclosures 
1.00 1.00 1.00 1.00 1.00 1.60 5.00 1.67 1.17 
15 Credit risk 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 
16 Liquidity risk 1.00 1.00 1.00 1.00 1.00 1.00 5.00 4.11 1.00 
17 Market risk 1.00 1.00 1.00 1.00 1.00 3.00 5.00 3.50 1.63 
  Overall result 1.14 1.16 1.36 1.10 1.04 2.30 3.53 2.32 1.29 
Source: Author’s investigation and calculations 
Note: Rows that are not included are not applicable for the sample of companies 
Each group of criteria includes part of required disclosures. For example fair value is an important disclosure for 
each financial instrument as mentioned in Wiley IFRS Policies and Procedures (2008, p. 49) “If a reporting entity 
has outstanding financial instruments, it must describe the method and assumptions used to estimate their fair value.” 
The Hypothesis was defined as: The IFRS financial statements prepared by companies whose securities are traded 
on The Prague Stock Exchange meet criteria defined by IFRS 7 more accurately than the IFRS financial statements 
presented by other companies. 
Table 10. Testing the Hypothesis 
   C1 C2 C3 C4 C5 C6 C7 C8 C9 
  2012 2012 2012 2012 2012 2012 Average 2013 Average 
Average 1.14 1.16 1.36 1.10 1.04 2.30 3.68 2.32 1.34 
Rank 3 4 6 2 1 7 9 8 5 
PSE NO NO NO NO YES YES YES YES YES 
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Average  1.19 2.136 
     Source: Author’s investigation and calculations. 
 
 
 
 
 
 
 
 
 
 
 
1 – The companies whose securities are not traded on the PSE 
2 – The companies whose securities are traded on the PSE 
Fig. 1. Testing hypothesis. 
 
Based on the results of testing of total number of 4,455 criteria we did not prove the Hypothesis and we conclude 
that the IFRS financial statements prepared by companies whose securities are traded on The Prague Stock 
Exchange do not meet criteria defined by IFRS 7 more precisely than the IFRS financial statements presented by 
other companies. Regardless of this finding, the overall level of meeting the criteria defined by IFRS 7 is very high; 
the average score achieved is 1.74. 
5. Conclusions 
IFRS 7 requires companies, which issue financial statements prepared in accordance with the International 
Financial Reporting Standards as approved by the EU, to disclose a lot of details about financial instruments. Most 
of the entities in the energy industry in the Czech Republic which issue IFRS financial statements consider criteria 
defined by IFRS 7 and provide information which meet requirements in high standards regardless of whether the 
securities of the entities are traded on The Prague Stock Exchange or not. The IFRS financial statements of not 
traded companies achieved better results than the ones of traded companies. In other words, the trading of securities 
on the PSE cannot be considered as a guarantee of the quality of presented IFRS financial statements.        
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